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In recent years, economic issues pertaining to U. S. immigration have assumed 
increasing importance. The high volume of legal immigration during the 1970s-1990s, 
coupled with illegal immigration that was thought to be substantial and perhaps rising led 
in 1979 to the creation of the select Commission on Immigration and Refugee Policy. 
Among the most contentious issues considered by the commission were the effects of 
immigration on the U.S. labor market. Do immigrant workers cause a reduction in 
domestic wage rates and displace domestic workers? The renewed importance of 
immigration has not only supported the policy debate, but has also encouraged renewed 
research interest among economists and other social scientists in immigration issues.1 
This paper constitutes an attempt to review and enhance the current state of 
knowledge concerning the economic impacts of immigrants on domestic workers. To 
provide background we begin with a discussion of the volume and characteristics of U.S. 
Immigration. This discussion includes a consideration of the origin-country’s composition 
of immigrants and their distinction by state in the U.S. 
’Michael J. Greenwood and John McDowell, “U. S. Immigration Reform: Policy 
Issues and Economic Analysis,” Contemporary Policy Issues 3 pt. 1 (spring 1985): 59-75. 
1 
2 
People of many different national origins, races, religions, cultures and languages 
have populated the United States. According to the U. S. Immigration and Naturalization 
Services (INS), 54 million people chose to immigrate to the United States between 1820 
and 1987. Although the many groups of immigrants that comprise this population differ 
with respect to cultural, social, and economic backgrounds, they share a common vision: 
that the United States offered better opportunities for themselves and for their children 
than their countries of origin.2 From colonial times to the 1920s, America had an open 
door immigration policy. Although the normal policy generally welcomed immigrants, 
those who preceded the newcomers have never looked kindly on the arrival of new 
immigrants.3 
At the time of the American Revolution, about two-thirds of the white population 
were of Anglo-Saxon descent. The other were German. Dutch, French, Scandinavian. 
Spanish. Portuguese and of other non-English speaking stock. The sentiment for 
continued immigration was voiced in 1864 by the platform of the Republican Party 
(then called the Union Party). Abraham Lincoln declared that '‘foreign immigration in the 
past has added so much to the wealth, resources, and increase of power to this nation." 
The asylum for the oppressed of all nations should be fostered and encouraged by a 
2George J. Borjas, “Friends or Strangers,” The Impact of Immigrants on the U. S. 
Economy. (New York: Basic Books. 1990), 79-96. 
JJean B. Grossman, “The Substitutability of Natives and Immigrants in 
Production," Review of Economic Statistics 64, no. 4 (November 1982): 596-603. 
3 
liberal and just policy. In the same year. Congress enacted a law establishing a bureau of 
immigration. Thereafter, Congress, in a series of statutes, established regulation designed 
to exercise a selective effect on the stream of immigration. The first federal regulations 
(passed in 1882) were directed at the exclusion of immigrants. The year 1882 represented 
a landmark event in U. S. immigration policy from a number of points of view. Also, in 
1882, a record number of immigrants (788,992) entered the United States.4 
Between 1790 and 1820 no official records of arrivals were maintained, but the 
estimate of 250,000 immigrants is reliable. The volume had been steadily growing 
throughout the 19th century. Between 1821 and 1830 a total of 143,439 were admitted. 
The immigration from 1831 and 1840 mounted to 599,125. Between 1841 and 1850 the 
large refugee immigration from Germany resulting from political disturbances there, joined 
with the Irish immigration to push the figure to 1,713.251 for the decade. In the following 
decade 1851-1860, the number swelled to 2,598,214. 
General Characteristics of Immigrants 
Only in recent years have we begun to understand the full significance of the great 
wave of migration, which brought 38 million people from Europe to the United States. 
During the 1960s immigration became a political issue as national concern over civil rights 
4Alejandro Portes and Rubin G. Rumant, Immigrant America (Los Angeles, CA: 
Basic Books, 1990). 14-63. 
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highlighted the discriminatory quota system established by the National Quota Acts of 
1921 and 1924 and reinforced by the Immigration and Nationality Act of 1952. The 
criteria for admission set forth by these Acts explicitly favored immigration from northern 
and western Europe. The passage of the 1965 Act established the discriminatory national 
origins quota system. This raised the annual ceiling of immigrants admitted from 158.000 
to 290,000 and expanded the classes of close relatives exempt from numerical limitation.5 
During the past four decades, immigration has shifted from being predominantly 
European and Canadian in origin to being predominantly Asian and Latin American, and 
there have been changes in the criterion for rationing immigration visas. As recently as the 
1950s, 70 percent of legal immigrants arriving in the United States were from Europe and 
Canada, according to administrative records of the INS (see Table 1). Mexico contributed 
about 13 percent, and other parts of the Western Hemisphere 10 percent. Only 6 percent 
were from Asia. By the 1970s, however, Europe and Canada contributed only 20 percent 
while Asia accounted for 36 percent.6 
The 1980 Census recorded 5.6 million people who immigrated to the U. S. 
between 1970 and 1980. The foreign-bom population increased from 4.7 percent of the 
U.S. population in 1970 to 7.9 percent in 1990. The country composition of immigration 
5George J. Boijas and Marta Tiewda, “The Economic Consequences of 
Immigration,” Science, vol. 235 (February 6, 1987): 645-50. 
6Garry R. Chiswick, “Is the New Immigration less Skilled than the Old?” Journal 
of Labor Economics 4, no. 2 (April 1986): 168-92. 
5 
TABLE 1 
IMMIGRANTS BY COUNTRY OF BIRTH AND PERIOD OF IMMIGRATION, 
1951-80 (%) 
Country 1971-80 1961-70 1851-60 
Europe 17.8 37.3 59.3 
United Kingdom 2.7 6.9 8.3 
Ireland .3 1.3 2.6 
Italy 2.9 6.2 7.5 
Germany 1.5 6.0 13.7 
Soviet Union 1.0 .5 1.8 
Other 9.4 16.4 25.4 
America 42.5 47.6 33.4 
Canada 2.6 8.6 10.9 
Mexico 14.2 13.3 12.7 
Cuba 6.2 7.7 3.1 
Other West Indies 10.7 7.9 1.8 
Central America 2.9 2.9 1.8 
South America 6.3 6.9 2.9 
Other .0 .3 .2 
Asia 36.4 13.4 6.2 
China 5.6 3.7 1.4 
India 3.9 .9 .1 
Japan 1.1 1.2 1.6 
Vietnam 4.0 .1 .1 
Korea 6.1 1.1 .3 
Philippines 8.0 3.1 .7 
Other 7.7 3.3 1.8 
Africa 2.0 1.2 .7 
Egypt .6 .5 .1 
Other 1.4 .7 .6 
Australia and New Zealand .4 .4 .2 
Other .4 .2 .2 
TOTAL 100.0 100.0 100.0 
Number Per Year 449,330 332,170 251.500 
NOTE: Detail may not add to total because of rounding. 
Source: 1980 Census of Population, Detailed Population Characteristics, part 1, pc. 
80-1-DA-A. (Washington, DC: Government Printing Office, 1983), Table 12b, p. 92. 
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to the United States has changed greatly over time, partly due to the policy change 
brought by the Immigration and Nationality Act Amendments of 1965. This act which 
abolished the national origin quota systems that had favored the European immigrants in 
place since the 1920s. As shown in Table 2, immigration from North and Central 
America almost equaled that from Europe, which historically had been the principal 
supplier of the U. S. immigrants. Because of the 1965 amendments to the Immigration 
and Nationality Act, immigrants from Asia also increased significantly. In years 1970 - 
1980, 1.8 million were recorded from Asia coming mostly from Vietnam, Korea, and the 
Philippines. As the source country composition of U. S. immigration shifted, so did 
regional distribution of the U. S. immigrant stock. Rather than entering through the 
eastern and northern states, as had historically been the case, the new immigrants entered 
across the southern and western borders and settled in large numbers in the south and 
west. Table 3 repons the foreign-born U. S. population in 1970 and 1980 by census 
division and for the ten states that had the highest stocks. These ten states accounted for 
78.7 percent of U.S. foreign-born population in 1980. According to Census figures, 
California alone had an increase of over 1.8 million, and Florida and Texas each had 
increases in excess of 0.5 million. 
Current immigration law has its basis in the 1965 Amendments to the 1952 
Immigration and Nationality Act. The 1952 Act was largely a recodification of existing 
law. The 1965 Amendments liberalized immigration facing eastern and southern Europe 
7 
TABLE 2 
SOURCE REGION AND SOURCE COUNTRY COMPOSITION OF 1980 
U.S. POPULATION: SELECTED MAJOR CONTRIBUTION 
(IN THOUSANDS) 
Pre-1970 Immigrants 
Among 1980 Stock 
1970-80 Immigrants 
Among 1980 Stock 
Region/Country 
1980 
Stock Number Percent Number Percent 
U. S. Total 14,080 8,520 5,560 
From Europe 4,744 4,002 (47.8) 742 (13.3) 
U. K. and Ireland 867 721 (8.5) 146 (2.6) 
Germany 849 759 (8.9) 90 (1.6) 
Italy 832 732 (8.6) 100 (1.8) 
From North and Central 
America 4,665 2,512 (29.5) 2,153 (31.7) 
Mexico 2,199 929 (10.9) 1,270 (22.8) 
Canada 843 715 (8.4) 128 (2.3) 
West Indies less 
Cuba 651 277 (3.3) 374 (6.7) 
Cuba 608 445 (5.2) 163 (2.9) 
El Salvador 94 21 (0.2) 73 (1.3) 
From Asia 2,540 777 (9.1) 1,763 (31.7) 
Philippines 501 182 (2.1) 319 (5.7) 
Korea 290 47 (0.6) 243 (4.4) 
China 286 150 (1.8) 136 (2.4) 
Vietnam 231 5 (0.1) 226 (4.1) 
Japan 222 122 (1.4) 100 (1.8) 
Iran 122 19 (0.2) 103 (1.9) 
From South America 561 245 (2.9) 316 (5.7) 
Colombia 144 65 (0.8) 97 (1.4) 
From USSR 406 308 (3.6) 98 (1.8) 
From Africa 200 70 (0.8) 130 (2.3) 
Source: U.S. Department of Commerce, Bureau of Census, Part 11, pc. 80 (Washington: 
DC: Government Office, 1994), Table 254. (Unpublished) 
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and Asia, but was restrictive with regards to northwestern Europe and the Western 
Hemisphere. The 1965 Amendments abolished the pernicious “national origins’' quota 
TABLE 3 
SPATIAL DISTRIBUTION OF THE FOREIGN-BORN U. S. 
POPULATION, 1970 AND 1980 
Foreign 
Foreign-Bom 
Population (000) Percent Ratio 
Division/States 1970 1980 1980 1980 
New England 929 958 7.8 1.25 
Massachusetts 495 501 8.7 1.41 
Middle Atlantic 3,190 3,548 9.6 1.55 
New York 2,110 2,389 13.6 2.19 
New Jersey 635 758 10.3 1.66 
Pennsylvania 446 401 3.4 0.54 
East North Central 1,584 1,770 4.2 0.68 
Illinois 629 824 7.2 1.16 
Michigan 424 417 4.5 0.72 
Ohio 316 302 2.8 0.45 
West North Central 290 344 2.0 0.32 
South Atlantic 879 1,729 4.7 0.75 
Florida 540 1,059 10.9 1.75 
East South Central 60 145 1.0 0.16 
West South Central 378 1,020 4.3 0.69 
Texas 310 856 6.0 0.97 
Mountain 246 485 4.3 0.69 
Pacific 2,064 4,080 12.8 2.06 
California 1,758 3.580 15.1 2.43 
Source: U. S. Census of Population, Detailed Population Characteristics, part 1, pc 70 
(Washington, D. C.: Government Printing Office, 1972), Table 144, 1983, Table 238. 
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system. The national origin quota system had been instituted in the 1920s to severely 
restrict eastern and southern European immigration. Asian immigration, which had been 
limited by late 19th and early 20th century legislation and administrative action, was 
barred in 1917. The Amendments also reduced the emphasis, in 1952 legislation, on skill 
occupation for rationing visas among applicants from within a country. 
The 1965 Amendments to the Immigration and Nationality Act (and subsequent 
revisions in the immigration laws through the 1980s) are the status that regulates the 
process of legal immigration into the United States today. Table 4 summarizes the main 
components of current law and reports the number of legal immigrants admitted in 1987 
under the various provisions. The worldwide country and preference category quotas 
indicated in Table 4 refer to ceilings on the number of visas issued in a year. 
Although it is difficult to establish how many immigrants are in the country 
without permission, that figure is probably in the four-to-seven million range, with three 
to five million of these engaged in labor market activity. No one knows how many illegal 
aliens there actually are in the United States. A former INS commissioner, Leonard 
Chapman, summed up the difficulty: 'if we could count them, we would catch them."7 
Americans think that large numbers of illegal immigrants are coming here, 
especially from Mexico, the Caribbean Islands, and Central America. For several reasons 
^'Statement" by Leonard F. Chapman. Commissioner Immigration and 
Naturalization Service (Chicago. 17 Sep. 1974; mimeographed). P.2. 
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TABLE 4 
SUMMARY OF THE IMMIGRATION LAW UNDER THE 1965 
AMENDMENTS TO THE IMMIGRATION AND NATIONALITY 
ACT AND SUBSEQUENT AMENDMENTS 
U.S. Immigrants Law and Number of Immigrants Admitted in 1987 
Number Admitted 
Preference   (in l.OOOsl 
Immigrants Subject to Numerical Restrictions (270.000 Visas) 
First: Unmarried adult children of U.S. citizens and their children 11.4 
(20 percent of visas are allocated to this category) 
Second: Spouses and unmarried children of permanent resident aliens 110.8 
and their children (26 percent and any visas not used above) 
Third: Professional or highly skilled persons and their spouses and 26.9 
children (10 percent) 
Fourth: Married children of U.S. citizens and their spouses and 20.7 
Children (10 percent and any visas not used above) 
Fifth: Siblings of adult U.S. citizens and their spouses and children 69.0 
(24 percent and any visas not used above) 
Sixth: Needed skilled and unskilled workers and their spouses and 27.0 
children (10 percent) 
Nonpreference and other (visas not used above, and other special 5.4 
admissions) 
Subtotal 271.1 
Immigrants Not Subject to Numerical Restrictions 
Spouses, parents, and minor children of adult U.S. citizens 218.6 
Refugees and asylees 96.5 
Oth r 15.3 
Subtotal 330.4 
TOTAL 601.5 
Source: George J. Borjas, “Friends or Strangers,” The Impact of Immigrants on the U.S. 
Economy (New York: Basic Book 5, 1990), Table 2.1, p. 30. 
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perception visas from the Western Hemisphere have been more difficult to obtain since 
1965 and a long delays are required in many countries. Low airfares make it easier to 
come on a tourist visa and overstay. 
The two types of illegal immigrants are EWI’s (entry without inspection) and visa 
abusers who enter with legal visas but overstay it or violate its terms, by taking a job, for 
example. Visa abusers represent only about 12 percent of illegal aliens apprehended. 
Aliens can enter the country' illegally without inspection in several ways. A Mexican 
who swims across the Rio Grande to Texas to evade customs inspection will arrive wet- 
mojado hence the terms “wet’" and “wet back" which are used to refer to illegal entrants. 
Some travel by boat to Puerto Rico or the Virgin Islands, obtain full U. S. birth or 
baptismal certificates, and then fly to the mainland. Others fly to Toronto and Montreal 
and meet smugglers, who will drive them over the border at night, using uninspected back 
roads. 
Who shall be welcomed is in some ways an easier question to answer. The United 
States has traditionally welcomed three types of people: manual labor migrants, 
professionals and entrepreneurs and refugees and asylees. Manual labor immigrants come 
as contract laborers. There was a provision in the 1965 Immigration Act for the 
importation of temporary foreign laborers when a supply of “willing and able" domestic 
workers was not available. This provision has been maintained and actually liberalized by 
the 1986 reform. In both cases, the Secretary of Labor must certify that a labor shortage 
exists before immigration authorizes the entry of foreign workers. 
12 
The second preference category of the U. S. visa allocation system is reserved for 
“members of the professional immigrants and their spouses and children.” This category 
provides the main entry channel for the legal immigrant. Unlike labor migrants, these 
persons are legal and are not destined to the bottom layers of the American labor market. 
Labeled “brain drain” in the countries of origin, this flow of immigrants represents a 
significant gain of highly trained personnel for the United States. 
Since 1945 the United States has admitted more than 1.8 million refugees, 
including Europeans displaced by the German and Soviet troops during World War II. 
Hungarians fleeing the failed revolution of 1956. Hong Kong, Chinese, Czechoslovakians, 
Cubans, Indo-Chinese and Soviet Jews. But until 1980, the definition of a political 
TABLE 5 






1 California 1.898.954 3,707.357 5,606.311 
9 New York 1.244,996 1,348,569 2,593.563 
3 Florida 694.063 822.983 1,517.853 
4 Texas 479.063 848.826 1.327.889 
5 New Jersey 455.556 427.618 883.174 
6 Illinois 406.009 459,141 865.150 
7 Massachusetts 255.324 270.311 525,635 
8 Pennsylvania 212.047 130,684 342.731 
9 Michigan 193.986 139,937 333.923 
10 Washington 144.007 145,961 289,968 
Source: U. S. Bureau of Census. CD1.1. (Available only on CDROM) 
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refugee in the U. S. immigration law was limited to those fleeing a communist country or 
those who had been displaced in the Middle East. The Refugee Act of Carter-1980. 
signed into law by President Carter, aimed at eliminating the former practice, which 
defined as a refugee as anyone with a well grounded fear of persecution or physical harm, 
regardless of the political bent of his or her country's regime. In practice, however, the 
United States during the Reagan Administration continued to grant refugee status to 
escapes from communism, primarily from Southeast Asia and Eastern Europe. 
Most immigrants settle in large cities like New York, Los Angeles. Houston. 
Dallas, etc. As shown in Table 5, California is the most populated state with 5.606,31 1 
TABLE 6 




Income of Foreign- 
Born Citizen 
Aggregated Household 




1 Connecticut 27.328 20,795 24.062 
2 Maryland 28.852 16,858 22.853 
3 West Virginia 29.227 16.073 22.650 
4 New7 Jersey 26.520 14.606 20.563 
5 Delaware 25.747 15.295 20.521 
6 New Hampshire 22,056 18.483 20.270 
7 Ohio 24.193 16.154 20.190 
8 Michigan 24,124 16.163 20.144 
9 Virginia 24.873 15.115 19.994 
10 Indiana 15.415 23,343 19.379 
Source: U. S. Bureau of Census, CD1.1. (Available only on CDROM) 
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immigrants excluding illegal immigrants. Followed by New York with 2.573.563. The 
third largest populated state is Florida with 1.517.853. Even though immigrants are 
concentrated in California. New York and Florida, when it comes to aggregate household 
income, as shown above in Table 6, states like Connecticut. Maryland and West Virginia 
are the top states where immigrants get the highest household income. Foreign-bom 
population grew from 9.6 million in 1970 to 14.1 million in 1980 and 19.8 million in 1990. 
As a share of the total U. S. population this represents a rise from 4.8 million in 1970 to 
6.2 million in 1980 to 7.9 million in 1990. As shown in Table 7. in 1970. 6.2 percent of 
the American workforce between age 15-85 were foreign-bom. In 1980, 7.3 percent of 
the American workforce 15-85 years old were foreign-born and in 1990. 9.4 percent of the 
American work force 15-85 years old was foreign-bom (see Table 7). 
Due to the increasing number of immigrants, the income and employment of the 
poorest fifth of the domestic population has been a matter of serious public concern since 
the early 1960s. Since then the United States government has spent hundreds of billions 
of dollars on a series of government programs to maintain the income level and increase 
the earnings of the disadvantaged domestic population of mostly Blacks and Hispanics.8 
8George E. Johnson, “The Labor Market Effects of Immigration;’ Industrial 
Labor Relation Review 33. vol. 3 (April 1980): 331-41. 
TABLE 7 
FOREIGN-BORN POPULATION BY YEAR AND AGE 
Age Total Population Foreign-Born Percent of Total Population 
1970 1980 1990 1970 1980 1990 1970 1980 1990 
15-19 19193879 21178128 17886000 348506 872935 1161997 1.83 4.12 6.50 
20-24 16099500 21293814 19135000 502529 1198354 1797420 3.12 5.63 9.39 
25-34 24838845 37181374 43161000 1239657 2638419 4521666 5.03 7.10 11.39 
35-44 2358727 25637264 37435000 1246955 2098235 3753307 5.00 8.18 10.48 
45-54 23170050 22732301 25057000 1167308 1663272 2552359 5.04 7.32 10.19 
55-64 18650143 21786071 21112000 1432349 1383166 1800803 7.68 6.35 8.53 
65-74 12432097 15590108 18046000 1717393 1407855 1308199 13.81 9.03 7.25 
75-84 6153981 7715599 10012000 1094474 1165561 936530 17.78 15.11 9.35 
OVER 1515091 2192679 3022000 263230 406938 450869 17.38 18.56 14.92 
TOTAL 145192313 175307629 194865476 9012461 12834775 18283150 6.21 7.32 9.38 
Source: U.S. Bureau of Census, Age of The Population by Nativity, Percentage, Race, and Sex: 1970, Table 1., Selective Social anil 
Economic Characteristics by Nativity, Year of Immigration, and Country of Birth: 1980, Table 255(A), General Characteristics of 
Foreign-born Persons, by Nativity, Citizenship, and Year of Entry. 1990, Table 1. 
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Statement of the Problem 
The study investigates the potential concern of the economic impacts of 
immigrants on the native domestic workers. Some of the most important and most 
emotional questions surrounding the debate on immigration policy are the following: What 
is the impact of the immigrant flow on the earning and employment opportunities of 
native workers? Do immigrants adversely affect these opportunities? If so, how large is 
the loss in economic welfare to native workers? Finally, are all native groups equally 
affected by the entry of immigrants into the labor market? 
The concern that immigrant workers displace natives and reduce the earnings of 
those with jobs has a long (and not so honorable) history in the policy debate. The 
presumption that immigrants have an adverse impact on the labor market continues to be 
the main justification for policies designed to restrict the size and composition of 
immigrant flows into the United States. 
In addition, it is often argued that the labor market competition between 
immigrants and natives, particularly minorities, increases the likelihood of conflict among 
the groups and exacerbates the serious social problems affecting many American cities.9 
9Borjas, Friends or Strangers'. 79-96. 
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TABLE 8 
SOCIOECONOMIC CHARACTERISTICS OF IMMIGRANTS AND 
NATIVES IN THE UNITED STATES, 1970-1990 
Group/Variable 1970 1980 1990 
Natives: 
Mean Educational Attainment 
(in Years) 11.5 12.5 13.2 
Percent of Household Receiving Public 
Assistant 6.0 7.9 7.4 
All Immigrants: 
Mean Educational Attainment 
(in Years) 
10.7 11.7 11.6 
Percent Wage Differential Between 
Immigrants and Natives +0.9 -9.2 -15.2 
Percent of Households Receiving 
Public Assistance 
5.9 8.7 9.1 
Recent Immigrants 
(< 5 Years in U. S.): 
Mean Educational Attainment 
(in Years) 
11.1 11.8 11.9 
Percent Wage Differential Between 
Immigrants and Natives 
-16.6 -27.6 -31.7 
Percent of Households Receiving 
Public Assistance 
5.5 8.3 8.3 
Source: George J. Boijas, "The Economic Benefits From Immigration,” Journal of 
Economic Perspectives, Vol. 9, No.2 (spring 1995), Table 1: 4. 
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For example, in her perceptive account of the racial tensions that simmered in Miami 
through the 1970s and that erupted into violent riots in 1980, Joan Didion writes: 
Desegregation had not just come hard and late to south Florida but it had also 
coincided, as it had not in other parts of the south, with another disruption of the 
local status quo. the major Cuban influx, which meant that jobs are services which 
might have helped awaken an inchoate black community went instead to Cubans, 
who tended to be overstrained but willing. Havana bankers took jobs as inventory 
clerks at forty-five dollars a week. Havana newspaper publishers drove taxis.10 
In January' 1983. the New York Times, in conjunction with CBS News, conducted 
a survey of the citizens attitudes towards immigrants who where mostly illegal and job 
displacement and the depression of their earnings. In the northeastern U. S., 45 percent 
of those interviewed believed that immigrants took jobs away from domestic workers and 
depressed domestic wages. 
The current debate revives the concerns over immigrants “taking jobs away from 
and depressing w ages” of native workers and finding it difficult to adopt in the American 
economy as well as questions whether immigrants pay their way in the welfare state. In 
1994, Borjas conducted a survey, and his empirical evidence indicated that more recent 
waves of native or immigrants w ill remain economically disadvantaged throughout their 
working lives. 
Table 8 summarizes some of key trends in immigrants skills and welfare 
participation. The relative education attainment of successive immigrant waves fell 
10Joan Didion. Miami (New York: Pocket Book. 1987). 47-48. 
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dramatically in recent decades. In 1970 the typical immigrant who had just arrived in the 
United States came with 11.1 years of schooling as compared to 11.5 years for the typical 
native worker. By 1990, the typical immigrants who had just arrived in the United States 
had 11.9 years of schooling, as compared to 13.2 years for natives.  11 
As shown in Table 8, immigrants were less likely than natives to receive public 
assistance in 1970, but recently the welfare participation rate of immigrant households 
has risen to 9.1 percent, or 1.7 percentage points higher than the participation rate of 
native households. Most of the discussions of the labor market effect of immigration seem 
to focus on the following issues: 
1. Winners and Losers: Do Americans gain or lose from immigration? Many analysts 
suggest that some Americans necessarily gain from this kind of exchange, while others 
lose. But which American gain and which .Americans lose? 
2. Displacement Effects: Much has been written about whether immigrants create jobs 
or simply assume jobs that Americans would otherwise hold. To what extent do the 
economic effects of immigration of Americans depend on immigration-induced 
displacements (or job creation) effects? 
3. Duration of Immigration Stays: Similarly, much has been written about whether 
immigration to the United States is predominantly temporary or permanent. To what 
extent do the economic consequences of immigration on Americans depend on 
whether immigration is one or the other? 
1 ‘George J. Borjas. "The Economic Benefits from Immigration." Journal of 
Economic Perspective, vol. 9. no. 2 (spring 1995): 3-22. 
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4. Segmented labor market: In analyzing the effects of immigration on the labor market, 
most orthodox economists assume that the labor market is unified in the sense that all 
workers are essentially free to find their own wages level. Institutions force unions, 
minimum wage, and other labor standard laws, and the lives are not altered 
fundamentally by labor market forces of supply and demand. However, some 
analysts reject this approach, arguing that the labor market is. in fact, a segment labor 
market.12 
This study examines the effects of immigrants on the wage and the substitution of native 
workers. 
Hypothesis, Objective, and Limitation of the Study 
In labor markets in the United States, earnings are largely related to productivity, 
although for some, job certification of one or another is important. This certification may 
be an occupational license, or school degree.13 
Recent immigrants to the United States are likely to have less of the characteristics 
associated with higher earnings than the native bom. Being recent arrivals, they have less 
knowledge of the customs and language relevant to opportunities, and have less firm- 
specific training (i.e., they are likely to have been at their current U. S. job fewer years 
than native born workers). They are also less likely to have acquired the occupational 
license relevant in their country of origin. 
12Alejandro Protes and Rubin G. Rumant. Immigrant America (Los Angeles: Basic 
Books. 1990). 14-63. 
' ’Barry R. Chiswick. “The Impact of Immigration on the Level and Distribution 
of Economic Well Being,” in the Gateway: U. S. Immigration Issues and Policies, ed. 
Barry R. Chiswick (Washington: American Enterprise Institute, 1982): 289-313. 
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Throughout this paper the labor force is separated into three groups: native 
workers, foreign-bom citizens and foreign-bom non-citizen workers. It is assumed that 
foreign-bom citizen workers are substituted for native workers and vice versa. 
When immigrants enter the U. S. labor market, they add to the supply of labor. As 
a rule, employers will hire some of this increased supply of labor only if w'ages fall. This, 
of course, is due to diminishing marginal product of labor. In a combined labor market, 
wage laborers are flexible, according to changes in supply and demand. The increase in 
FIGURE 1 
SUPPLY AND DEMAND OF LABOR 
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supply labor will indeed contribute to a reduction in the wage of labor. This is shown in 
Figure 1. 
Point A in the Figure 1 illustrates the initial equilibrium in the labor market before 
immigrants enter the labor market. Because the supply of capital is assumed to be 
inelastic, the area under the marginal product curve gives the total output of native and 
foreign-bom labor. By the law of supply and demand, before immigrants enter the U. S. 
market, U. S. firms are willing to hire N native workers at the wage of Wj. But after 
immigrants enter the U. S. labor market, the supply of labor shifts to the right as shown 
above in Figure 1. Therefore, the new equilibrium number of laborers to work and firms 
to hire will fall from Wj to W0 and firms will hire OL amount of laborers. This increases 
the supply of labor from ON to OL has two important consequences. First, the domestic 
wage rate falls from W] to W0. Second, when the wage rate falls from Wi to W0 the 
domestic earnings change from OWiAN to OW0BN'. This means either domestic laborer 
to accept the new wage rate or face displacement. 
The fundamental objective of this study is to evaluate the consequence of 
immigrants on the wage and employment of native workers in the United States. The 
method is to analyze the substitution effect of immigrants to natives and native to 
immigrants in 50 states. The ultimate objective is to develop and estimate an econometric 
model that could be useful at evaluating the impact of immigrants on wage and 
employment of native workers. Specific objectives of this are: 
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1. To specify a testable model that incorporates information derived from earlier 
studies. 
2. The model is then to be used to predict future trends in immigration policy. 
3. To test the accuracy of the model using U.S. Bureau of the Census population and 
housing data. 
Limitations of Study 
1. More information is needed on the numbers, location, earnings, industry and 
occupation of the immigrants for a concessive result. 
2. The model used presents a simplified view of the economy, it ignores the illegal 
immigrants. 
Order of Presentation 
This thesis analyzes the determinant of aggregate immigrants in the United States 
labor market during the period 1970-1990. Chapter II outlines previous research studies 
on the effect of immigrants on the U.S. labor market to determine the wage and 
employment effect on the U.S. domestic workers. Chapter III is the theoretical 
framework used to analyze social, economic effect of immigrants on the wage and 
employment of domestic workers. In chapter IV the model is tested using aggregate 
household income data for period 1989. Chapter V empirical findings are summarized the 
effect of immigrants on the wage and employment of domestic workers. 
CHAPTER II 
LITERATURE REVIEW 
This chapter outlines previous research studies on the effect of immigrants on the 
wage and employment rate of native workers in the United States. The debate concerning 
whether the immigrants depress wages and displace domestic workers has a long history 
in the U.S. After meeting from 1907-1911, the United States Immigration Commission 
concluded that immigration was responsible for many of the poor working conditions in 
the U.S. William S. Bernard feels that the commission probably had some impact on the 
adoption of restrictive immigration legislation in the early 1920s. The debate over the 
impacts of immigrants on domestic workers continues with more recent focus on 
immigrants in general.1 
Before relevant research can be undertaken, some basic concepts of research 
problems must be established. In order to provide focus and testability of the research 
problem of immigrant adaptation, everything will be placed within the economic context 
of the United States labor market. In other words, wages will be the proxy by which to 
measure the relative difference in stocks of human capital found between different 
'William S. Bernard, “Economic Effects of Immigration,” in Immigration: An 




immigrant groups and natives. Using the U.S. labor market as a framework for this 
particular immigration study, relevant literature could then be compiled. One of the most 
useful studies was one entitled “The Substitutability of Natives and Immigrants in 
Production” by Jean Baldwin Grossman. This article laid out a fairly complex model in 
an attempt to study substitutability of natives, second-generation native workers and 
foreign-bom workers. It is useful because it introduces variables like the share of natives 
value-added in output and the share of immigrants value-added in output. The number of 
native workers and immigrant workers 16 years and over is also a key variable. Grossman 
estimated using Zellner’s seemingly unrelated regression for second generation, native and 
foreign-bom person and his results show both second generations workers and foreign- 
bom workers are substitutes for native workers.2 
Recent economic analysis has focused on the interactions between foreign and 
native labor with the use of the basic theory of labor demand by profit maximizing firms. 
As a point of departure, D.S. Hamermesh (1993) suggested, employers combine inputs in 
the production process such as capital and different types of labor to produce an output 
valued by consumers, and the various inputs in the production process are paid the value 
of their marginal contribution to the firm. With this approach, the relevant question 
becomes what happens to the productivity of native workers when the 
‘Jean B. Grossman, “The Substitutablity of Natives and Immigrants in 
production,” Review of Economics Statistics 64, No.4 (November 1982): 596-603. 
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supply of immigrants increases? The answer to this question is ambiguous. On the one 
hand, foreign and native workers may be substitutes in the production process in that 
they perform the same types of jobs and have the same kinds of skills. Under these 
circumstances an increase in the supply of immigrants would lower the native wage rate 
and level of employment. On the other hand, foreign and native workers may be 
complements in production, that is, they perform complementary but interdependent 
jobs and have complementary skills. As the supply of immigrants rises, native workers 
can gain by specializing in those industries and occupations in which they have a 
comparative advantage. As a result, their wages and employment rise.3 
Jean Baldwin Grossman (1984) a research about illegal immigrants and domestic 
employment. She develops and tests a simple general equilibrium model to explore the 
common allegation that illegal immigrants take jobs away from native-born workers. Her 
research result showed that if two-thirds of the illegal immigrants are employed in the 
agricultural and service sector, one-percent increases in illegal immigration would increase 
unskilled domestic employment between 2.08 and 3.57 percent. How'ever, if only half of 
the illegal immigrants were employed on the other hand, unskilled domestic employment 
would fall between 2 and 6 percent.4 
3Daniel S. Hamermesh, Labor Demand (Princeton, NJ: Princeton University 
Press, 1993), 61-134. 
4Jean B. Grossman, “Illegal Immigrants and Domestic Employment, Industrial 
Labor Relation Review 37, no. 2 (1984): 240-51. 
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Vernon M. Briggs has expressed what might be termed “the replacement 
hypothesis’’ in a similar study. He asserts that illegal aliens depress local wage levels and 
take jobs that would otherwise be held by domestic workers5. Other writers have stated 
what might be called “the segmentation hypothesis.” Elliott Abrams and 
Franklin S. Abrams in 1975, for example, took a different position to Briggs by arguing 
that the jobs filled by illegal aliens are not at the expense of domestic workers.6 
Bernard (1993) attacks the so-called “lump of labor fallacy”. “Job opportunities 
in any society are not fixed at any particular level but expand with rising population”. 
Bernard argues that immigrant as consumers cause an expansion of the market. They also 
encourage increased investment expenditures, thereby further contributing to increased 
aggregate demand. Moreover, immigrants contribute importantly to technological progress 
and entrepreneurial activity.7 
Thomas R. Bailey made a significant contribution to the study of immigrant and 
native wage differentials with his book Immigrant and Native Workers Contrasts and 
5Vemon M.. Jr. Briggs, “The Mexican Workers in the United States Labour 
Market: A contemporary',” Int. Lab. Rev., Nov. 1975b. 112(5): 447-84. 
6Elliot Abrams and Franklins Abrams. “Immigration Policy - Who Gets In and 
Why?” The Public Interest 38 (1975): 3-29. 
7William S. Bernard. “Economic Effects of Immigration,” In Immigration: An 
American Dilemma Ed.. Benjamin M. Ziegler. Boston: D.C. Helth and Co., 1953: 50-70. 
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Competition. He found that there was a difference in the wage in favor of natives, but he 
hypothesized that this was a result of separate labor markets for immigrants and natives 
instead of a difference in the workers themselves. His sample consisted of immigrants in 
the restaurant industry and native laborers in the fast food industry.8 
Ronald G. Etherenberg (1994) wrote a book entitled Labor Markets and 
Integrating National Economies that provided an underlying theme to all research 
regarding immigration. That is the idea that as immigrants are accepted into society, a 
more diverse society results and the cultural difference of the next immigrant group may 
not be profound. Ethrenberg believes that eventually culture and customs differences start 
to disappear, making the degree of cultural adaptation decrease over time. It is the level of 
cultural adaptation necessary, as a number of in flow immigrant workers, within the U. S. 
labor market, that this project will attempt to measure in the context of the U.S. labor 
market. This book helps to explain the evolution of the diversification of the U.S. labor 
market, and it explicitly incorporates one’s culture into one’s level of human capital. 
8Ronald G. Etherengerg. “Labor Market and Integrating National Economies” 
Washington, D.C.: Brooking Institution, (1994): 120-26. And Bailey Thomas R. 
“Immigrant and native Workers: Contracts and Competition,” Boulder: Westview Press, 
(1987): 140-48; quoted in William Takahashi:, “Cultural Wage Differentials Among 
United States Immigrants,” Illinois Wesleyon University, the university Avenue 
Undergraduate Journal of Economics V.l, Nov 1(1996): 1-12, 
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Simply put by Etherenberg, where one is from may very well affect what one is worth in 
the labor market.9 
Others such as Brinley Thomas and Melvin W. Reder, have presented arguments 
with some evidence, that immigration has had important distribution effects that have 
exerted themselves through the labor market. When Blacks and recent immigrants were 
close labor market competitors, Black moved from rural to urban areas. Reder states 
bluntly that immigration has had serious consequences for native labor supply. He claims 
that increased immigration would also cause labor market substitution for secondary 
earners, such as married women, youths, and aged persons but immigrants also depress 
the annual earnings of those domestic workers with whom they are competitive.10 
Jom-Steffen Pischke, has analyzed the impact of increased immigration on labor 
market outcomes of natives and substitution effects between immigrants and natives 
across local markets in Germany. Looking at changes of such variables as the 
employment to population ratio, the unemployment rate, and w;ages, he find effects 
within labor market regions. He doubts strongly that these can be attributed to the 
9Ibid. 
10Brinley Thornes, “Migration and Economic Growth,” A Study of Great Britain 
and The Atlantic Economy 2nd ed. London and NY; Combridge U.press. 1973, and 
Melvin W. Reder, “The economic consequences in increased immigration,” Review of 
Economic and statistics 45, Nov 3 (1963): 221-230; quoted in Greenwood, Micheal and 
Mcdowell. John: The Factory Market Consequences of U.S. Immigration.” Journal of 
Economic Literature Vol. XXIV{Dec. 1986): 1750. 
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substitution of German and foreign workers. Rather, he suspects that there is a particular 
concentration of foreigners in the manufacturing sector.11 
In a companion study, De New and Zimmermann looked at wage effects. In both 
cases, the fraction of migrants in a worker’s industry has been added to the German 
Socio-Economic panel. Unlike the U.S.. these studies found detrimental effects of 
migration on unemployment and wages.12 The concerns about the effects of immigrants 
on the host economy have a long history, but the 1980s and 1990s have been a period of 
particularly active investigation of this question in the U.S. In this study we concentrate 
on outlining the major empirical strategies that have been followed and criticisms that 
have been raised. One approach is to recognize that immigrant labor is often less skilled 
and estimate substitution elasticity in a system of labor demand equations with multiple 
inputs (e.g. Groomsman, 1982) that compares labor market segments w’ith differing 
immigration rates. Altonji and Card, Butcher and Card, Lalonde and Topel, and Simon, 
Moore, and Sullivan who use local markets as the basis for the analysis use examples of 
this approach. One problem with this approach is that immigrants may relocate to cities 
nJom-Steffen Pischke and Johannes Veiling, “Wage and Employment Effects of 
Immigration to German: An Analysis Based on Local Labor Market,” working paper 
Department of Economics, Massachusetts Institute of Technology, January 1994, 2-5. 
12John P. Denew and Klaus F. Zimmermann (1993), “Native Wage Impacts of 
Foreign Labor: a Random Effect Panel Analysis.” CEPR Discussion paper No. 851. 
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or areas with booming labor markets creating a potential simultaneity problem. Altonji 
and Card have used immigrant stocks in an area to instrument for immigrant inflows. 
This strategy is suggested by the observation that many foreigners tend to settle in places 
where previous migrants live and thus form immigrants enclaves, an observation made by 
Bartel. 
The simultaneity issue is addressed directly in the third approach which studies 
the effects of isolated exogenous inflows of migrants, such as Card’s analysis of the effect 
of the Mariel Boatlift on the Miami labor market or Hunt’s study of the repatriation of 
France after the Algerian War. The tenor of this literature is that the employment effects 
of Immigration is negligible while there may be some negative wage effects of recent 
immigrants.13 
We. therefore supplement these studies by examining substitutability of natives 
vs. foreign-bom workers on aggregate Household Income in the United States. 
The Empirical Evidence 
As indicated in the previous section, evidence on the issue of complementarity 
versus substitutability is important for any evaluation of the impact of immigration. 
Unfortunately, however, there is not much evidence concerning econometric studies of 
labor demand by groups or occupations. 
13Pischke, Wage and Employment of Immigration to German: 2-5. 
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Therefore the purposes of this discussion, is indeed quite serious. It must also be added 
that most available estimates of any particular cross-wage elasticity of labor demand 
typically cover a rather wide range.14 Making generalizations based on such evidence can 
be hazardous. Nevertheless, it would not be unreasonable to say, on the basis of the 
limited evidence available, that most skill group pairs seem to be gross substitutes for 
each other. It also appears that the magnitude of such substitutability decreases as skill 
differences increases. If so, then, an immigration-induced increase in the supply of any 
one-skill group will tend to reduce not only the wage received by that skill group, but also 
the wage received by other skill groups. 
A second kind of evidence on the impact of immigration comes from econometric 
studies of wages. These studies, like labor-demand studies, are also few in number and 
provide a wide range of estimated effects. For example, Wise, examining the watermelon 
and strawberry industries in California, found that termination of the Bracero program 
raised wages by between 12 and 67 percent, relative to the levels that would otherwise 
have prevailed.15 On the other hand. Smith and Newman found that, in 1970, there was 
only a small difference between the earnings of Mexican-Americans who resided deep in 
14Daniel Hamermesh and James Grant, “Econometric Studies of Labor-Labor 
Substitution and Their Implication for Policy,” Journal Human Resources 14, vol. 4 
(1979): 518-42. 
15 Donald E. Wise, “The Effect of the Bracero on Agriculture Production in 
California,” Economic Inquiry 12, vol. 4 (December 1974): 547-58. 
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the heart of Texas (that is, Houston), yet only a (presumably) few immigrants were 
present. In addition the earnings, of Mexican-American’s who resided close to the Texas 
border, that consisted of a substantial concentration of immigrants: wages of domestic 
workers have depressed only about eight percent, after controlling for differences in 
regional cost of living indices, educational attainment, occupation, and other variables.16 
Whether it is appropriate to dominate control over an occupation in a study of this kind 
is questionable; however, an influx of immigrants has resulted in a reduction in 
employment. “On the other hand, Amith Newman ignores Houston-versus -border-area 
differences in capital stocks, even though most positions about the effects of immigration, 
of course, refer to other-things-being-equal-effects.”17 
More recent research has tested the importance of languages through the 
construction of individual-specific indices of English-language proficiency from data 
provided in the 1976 survey of income and education. Reimers finds that a lack of 
English skills significantly reduces the earnings of Puerto Ricans and other Hispanic men, 
but not Mexican, Cuban or Central/South American men.18 In a later paper, Reimers again 
16 Ibid. 
17Barton Smith and Robert Newman, “Depressed Wages along the U. S. Mexico 
Border: An Empirical Analysis,” Economic Inquiry 15 (January 1977): 51-66. 
18 Cordelia W. Reimers. “Labor Market Discrimination against Hispanic and Black 
Men,” Review of Economic Statistics 54, vol. 4 (November 1993): 570-79. 
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concludes that lack of understanding English does not significantly lower wages in all 
cases; only for Puerto Rican men is the impact significant.19 However, Gilles Grenier 
finds that language ability plays a significant role in the wage determination of all 
Hispanic men 20 
While it is not clear that the quality of immigrants from particular source countries 
has declined, evidence presented in Chapter I suggest that, in the aggregate, the average 
quality of immigrants has declined in recent years. The reason for this decline relates to 
the previously mentioned change in the source country composition of the aggregate 
immigrant flow. Considerable evidence indicates that immigrants earnings profiles differ 
depending upon the immigrants’ national or ethnic origin and in recent years, relatively 
more immigrants have been drawn from countries whose nationals do less well in the 
United States.21 
It is hoped that explanations for this shift will receive considerable attention in 
future research concerning immigration. The provisions in U. S. immigration law, as well 
as the relative costs and benefits of migrating from various source countries, should be 
19Cordelia W. Reimers, “The Wage Structure of Hispanic Men: Implications for 
Policy,” Social Science Quarterly 54, vol. 2 (June 1984): 401-16. 
20Gilles Grenier, “The Effects of Language Characteristics on the Wages of 
Hispanic-American Males,” Journal of Human Resources 19, vol. 1 (winter 1984): 35-52. 
2‘Barry R. Chiswick, “Is the New Immigration less Skilled than the Old?” Journal 
of Labor Economics 4, no. 2 (1986): 168-92. 
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examined for their influences on the changing composition of the immigrant flow. 
Moreover, because doing well in the U. S. labor market is expected to be inversely related 
to the extent to which country of origin skills are transferable, attention should be focused 
on understanding more fully why the transferability of foreign experience and subsequent 
assimilation differ across source countries. 
Based on our hypothesis and theoretical framework used to estimate the effects of 
immigrants on wages and employment of U.S. native workers, we found similar results as 
Jean Baldwin Grossman, which is the negative impacts of immigrants on the income of 
native workers are significant, but smaller than we expected. Many studies have examined 
the substitutability of various labor disaggregates, both time series and cross-section data 
have been used to determine the substitutability between capital, non-production and 
production workers. Most of these studies have concluded that blue collar and white- 
collar workers are substitutes; and that capital is a substitute of blue-collar workers. A 
few studies have disaggregated workers by educational attainment. Moreover, these 
studies reveal that labor disaggregated are substitutes and that “raw” labor and capital are 
also substitutes. 
2‘Barry R. Chiswick, “Is the New Immigration less Skilled than the Old?” Journal 
of Labor Economics 4, no. 2 (1986): 168-92. 
CHAPTER III 
THEORETICAL FRAMEWORK 
The theoretical framework used to analyze the effect of immigration on the labor 
market substitution of native workers is to view the inflow of immigrants to each state 
and city as a rightward shift of supply of labor. In the standard competitive model, one 
would expect an increased supply of foreign workers to depress employment and wage of 
natives due to more intense competition for jobs. However, there are a variety of reasons 
why this direct effect could be negative or positive. First, native and foreigners workers 
could complement each other in production. In this case, increasing immigration could 
result in higher wages and increased job opportunities for domestic labor. Secondly, labor 
markets may not be well described by a competitive model. If the labor market is 
segmented and foreign workers tend to enter the secondary sector, while natives tend to 
stay in the primary' sector then spillovers between sectors may be limited. This 
segmentation could lead to little direct labor market pressure from increased immigration. 
This could occur, for example, if foreigners form enclaves in which they largely cater to 
themselves with little interaction with native economy and little direct effects on domestic 




Two basic concepts provide the insight to understanding how immigration affects 
a unified labor market: the own-wage elasticity of employee demand for labor, and the 
cross-wage elasticity of employer demand for labor. The first relates to how a change 
wages paid to a particular type of labor will affect the demand for that type of labor. The 
second relates to how a change in wage paid to a particular type of labor affects demand 
for other types of labor. 
In a unified labor market, wages of the low-skilled are free to find their own level, 
according to changes in supply and demand. So the increase in supply of the low-skilled 
will indeed lead to a reduction in the wage of the low-skilled since the own-wage elasticity 
of demand for the low-skilled is negative. Some groups of workers may affect other 
groups of workers, for example, the high-skilled—it is necessary to consider the second of 
the two concepts introduced above—the cross wage elasticity of demand for labor. To 
say that two skilled groups are gross-substitutes in production means that, other thing 
being equal, a decrease in the wage received by one group will prompt employers to 
substitute workers in the other skill group with the now-cheaper in the first skill group. 
In this case, when a decrease (increase) in the wage received by one skill group leads to a 
decrease (increase) in employer demand for workers in the other skill group indicates that 
the gross-wage elasticity of labor demand for the second skill group is positive.1 
'Mark R. Killingsworth. "Effects of Immigration into the U. S. Labor Market: 
Analytical and Policy Issues” in U. S. Immigration and Refugee Policy: Global and 
Domestic Issues, ed. Mary M. Kritz (Lexington, MA: Lexington Books, 1982): 249-67 
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This leads to an increase in employer demands for the other skill group, because the two 
skill groups go together (that is, are cooperating or complementary) in production. In this 
case—when a decrease (increase) in employer demands for workers in the other skill 
groups that the gross cross-wage elasticity of labor demand for the latter skill group is 
negative. In sum: 
1. Domestic low-skilled workers lose as a result of the immigration of low-skilled 
workers, since it pushes their wages down. 
2. Both low-skilled immigrants and domestic capitalists gains as a result of 
immigration: the immigrants, because they earn more in this country than in their 
native lands; the capitalists, because each unit of capital now has more labor to 
work with, is therefore more productive, and so earns more for its owners. 
3. Domestic high-skilled workers may either gain or lose as a result of immigration. 
They will gain from immigration of the low skilled if they are complements for the 
low-skilled workers. That is, if the cross-wage elasticity of demand for high- 
skilled labor is negative, but that is, if the cross-wage elasticity of demand for 
high-skilled labor is positive. 
The short-term impacts of immigrants on domestic workers may differ from the 
long-term impacts. During the short run, physical capital is fixed and time is insufficient 
for the immigrants to accumulate additional human capital. During the long run, however, 
general capital accumulation and intersectoral shifts of capital may be induced by 
immigration, and the immigrants themselves may invest in human capital, such as 
thorough increased education and the acquisition of English language skills. The domestic 
groups with which the immigrants initially competed in the domestic labor market may 
therefore differ from those with which they ultimately compete. 
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The short-term effect of immigration should be to increase the relative rates of 
recurring factors of production, which are complementarity with the migrants factor 
endowments, in addition to decreasing the rates of return on factors that are substitutable 
for the migrants’ endowments. Thus, for example, if migrant labor is substitutable for 
native labor, the relative earnings of native owners of capital will rise, whereas native 
labor earnings will fall. Early theoretical efforts to model the impacts of immigrants 
frequently assumed only two factors, homogeneous labor and capital.2 In these models 
not only is immigrant labor necessarily a substitute for domestic labor, but also labor and 
capital must be substitutes, and hence no complementary factor is possible. The 
assumption of homogeneous labor is clearly troublesome. A number of recently 
developed models assume three factors, capital and two classes of labor, skilled and 
unskilled, so that the degree of substitutability among the factors takes on added 
importance. Three cases of factors are to be considered when assuming the Constant 
Elasticity of Substitution (CES) which is the production function that is homogeneous of 
degree one. Chiswick3 suggests that immigration of either type of labor will increase 
aggregate income by more than the wages of the immigrants. 
2Edward J. Mishan and L. Needleman, “Immigration: Some Long-Term Economic 
Consequences, Part A,” Economic Intermozionale 21, vol. 3 (1968a): 515-24. 
Barry Chiswick, “The Effect of Americanization on the Earnings of Foreign Bom 
Men,” Journal of Political Economy 1978a, 86(5), 897-21. 
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Therefore aggregate per capital income of the native population will rise 4 However, 
migration results when there is a decrease in the marginal product (and therefore, wages) 
of similarly skilled native workers, which increases the marginal product of both capital 
and other types of labor. Thus, if immigrants are assumed to be less skilled than the 
average native worker, immigration will increase the average earnings of skilled workers 
and owners of capital and decrease the average earnings of low-skilled indigenous 
workers.5 
Virtually all of the formal theoretical work on the effects of immigration assumes 
constant returns to scale, which tends to make the predicted effects of immigration less 
positive than if increasing returns were assumed. For many purposes the assumption of 
constant returns is reasonable and even realistic.6 However, increasing returns may prevail 
in the aggregate or increasing returns may operate for a particular region because of the 
4Shelby D. Gerking and John H. Multi, “Factor Rewards and the International 
Migration of Unskilled Labor: A Model with Capital Mobility,” Journal of International 
Economy 14, vol. 3/4 (1983): 367-80. 
5Allen C. Kelly, Demographic Changes and American Economic Development: 
Past, Present and Future, in U. S. Commission on Population Growth and the American 
Future, Economic Aspects of Population Change, eds., Elliott R. Morss and Ritchie H. 
Reed. Vol. II of Commission Research Reports (Washington, D. C.: GPO, 1972), 10-48. 
6Julian L. Simon, “The Overall Effect of Immigrations of Natives’ Incomes,” in 
The Gateway: U. S. Immigration Issues and Policies, ed. Barry R. Chiswick (Washington, 
D.C: American Enterprise Institute, 1972) 314-48. 
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existence of agglomeration economics.7 In any case, it is important to note that the 
constant returns assumption shapes the theoretical implication of many studies. 
Until recently, economic historians were one of the few groups that demonstrated 
a strong interest in the effects of immigration, and a sizable literature has developed 
around the historical effects of U. S. immigration up to about 1920. In general, historical 
evidence suggests that the direct consequence of immigration was to adversely affect 
wages and working conditions of less-skilled domestic workers. As Williamson writes, 
“Surely, in the absence of mass migration, the real wage would have been less 
pronounced.”8 
While the sign of the direct effect of foreigners on the labor market of natives is 
not theoretically determined, there is also a general equilibrium effect with a more clear 
impact. While foreigners may compete with natives for domestic jobs, they will also 
demand goods and services produced by native workers. This demands labor, thus raising 
native wage and employment. 
7Jeffrey G. Williamson, “Immigration-Inequality Trade-Offs in the Promised 
Land: Income Distribution and Absorptive Capacity Prior to the Quotas, in The 
Gateway: U. S. Immigration Issues and Policies, ed. Barry R. Chiswick (Washington, 




The empirical model was developed by Jean Baldwin Grossman to estimate the 
substitutability of natives and immigrant’s production determine the production 
relationship among other immigrants, second generation natives to (sons and daughters of 
Immigrants) and natives, which resulted in a translog production function.9 A production 
function, rather than a cost function, is used to discern the underlying technology because, 
in his case, it is more reasonable to assume that input quantities are fixed rather than their 
prices. The production function from which he obtained the estimable factor share 
equation is second-order Taylor series approximation to: 
Q = F(N, SG, FN,K) 
Where 
Q is the quantity produced 
N is the number of employed native workers 16 years and older 
SG is the number of employed second generation native workers 16 years and 
older 
FN is the number of employed foreign-bom workers 16 years and older. 
K is the capital stock. 
9Jean Baldwin Grossman, “The Substitutability of Natives and Immigrants in 
Production,” Review of Economics and Statistics, 65 (November 1982): 596-603. 
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The factor share equations derived with the assumption of perfect competition are: 
Sj = (Xj + yjn Ln N + yis Ln SG + yjf Ln Fn + y ikLn k, 
i = n, s, f, k 
Where S, is the share of factor i in production, i.e., W, X,/Q. 
Grossman estimated the factor share equation for nineteen SMSAS, while our 
study estimates the factor share equation for all 50 states. We used aggregate household 
income as our measure of output and instead of second-generation citizen, we used 
foreign-bom non-citizen. Thus, the relationship hypothesized is as follow: 
Q = F (N, FC, Fnc, K) 
Where 
Q is aggregate household income 
N is native workers 18 and over 
FC is foreign bom citizen workers 18 and over 
Fnc is foreign bom non-citizen workers 18 and over 
K is the capital stock. 
Using the production and cost functions which are dual to each other, the partial 
elasticities of complementarity and substitutability can be defined in a symmetric manner, 
the former reflecting the properties of the production function and latter those of the cost 
function. The dual nature of these two partial elasticity concepts is best reflected in roles 
that play in the comparative statistics analysis. As for the Allen partial elasticity of 
substitution, it is well known that it registers the effect on the quantity demanded of one 
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factor of a change in price of another factor, where the partial derivative is taken holding 
output and other factor prices constant. The Hicks partial elasticity of complementarity, 
on the other hand, plays an exact dual role, namely it registers the effect on the price of 
one factor of change in the quantity of another factor, where the partial derivative taken 
holding marginal cost and quantities of other factors constant. 
Assuming constant return to scale plus exogenous input quantities N, FC, Fnc, K 
and imposing symmetry on the second-order partials, gives the translog cost function. 
Ln C = a0 +LnQ + an LnN + a Fc LnFC + 
aFnc LnFnc + ak Ln K + 1/2 (3n n (Ln N)
2 
+ PnFC (LnN) (LnFc) + P„ Fnc (LnN) (Ln Fnc) 
+ Pnk (LnN) (Lnk) + 1/2 pFCFC (Ln Fnc)
2 
+ pFcFnc (LnFC) (LnFnc) + 1/2 pFCK (Ln FC) (Lnk) 
+ 1/2 pFncFnc (LnFnc)
2 
+ pFnck (Ln Fnc) (Lnk) + 1/2 P^ (Lnk)
2 
Differentiating Ln C with respect to the log of the quantity gives the following 
cost share equation. 
Si = otj + pin LnN + piFc LnFC + piFnc LnFnc + pik LnK 
i = N, FC, Fnc, K 
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Where Si is the share of factor I in production. Demand theory required symmetry fhj = 
Pjj. We also impose homogeneous £ oq = 1. 
More explicitly the share equation can be written as: 
Sn = an + f^n LnN + pFcn LnFC + pFncn LnFnc + pFnc LnK 
SFc = aFc+ PnFc LnN + pFcFc LnFC + pFnCFc LnFnc + pKFc Lnk 
Spnc — tXFnc + PnFnc LnN + PFcCFnc LnFC + PFncFnc LnFnc + pK.fnc LnK 
Sk = CLK + pnk LnN + pFcK LnFC + pFncK LnFnc + PKK LnK 
Since the shares must sum to unity, 
an + aFc + aFnc + aK = 1 
and the p‘s sum to zero in each column (and row). Imposing the row wise P constraints 
on the first three-share equation gives the system. 
Sn = an + Pnn Ln (N/K) + pnFc Ln(FC/K) + pnFnc Ln (Fnc/K) 
Sfc = aFc + pnFc Ln (N/K) + pFcFc Ln (FC/K) + pFcFnc Ln (Fnc/K) 
Sfnc = aFnc + PnFnc Ln (N/K) + pFcFncLN (FC/K) + pFncFnc LN (Fnc/K) 
Because of the symmetry in B‘s, there are just nine independent parameters in 
this system. Estimation of these in conjunction with the summation conditions on the 
a‘s and p‘s will yield estimates of all coefficients of cost function except o^. When 
assuming that quantities and not price are exogenous, the appropriate measure of factor 
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substitutability is Hick's elasticity of complementarity rather than the Allen elasticities 
of substitution. 
As is well known, if there are only two factor inputs and if the production 
isoquants are convex to the origin, the two factors must necessarily substitute. Only by 
increasing the number of factor inputs to more than two do we open up room for 
complementarity. Consequently, the introduction of a new concept for partial elasticity 
of complementary necessity for the examination of the traditional treatment to the 
problem of substitution and complements. 
First, recall Allen’s discussion with respect to the partial elasticity of substitutes 
or complementary, depending on whether the partial elasticity of substitution between 
two inputs is positive or negative.10 In defining the partial elasticity of complementarity, 
it is to be known that the level of output is not held constant. In fact, what this concept 
measures is exact expression involves the degree to which two factor inputs jointly 
contributed to a change in output, as the cross partial derivative of the production 
function with respect to the two-factor inputs concerned. Thus, if the partial elasticity of 
complementary between, say Q and Cj is positive, it is reasonable to call these factors 
“complements” in the sense that they work together to an increase in output level. 
10John Hicks, “Elasticity of Substitution Again: Substitutes and Complements,” 
Oxford Economic Papers 22, (November 1970): 289-96. 
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Reversing the arguments, the two factors may be called "substitutes" when the partial 
elasticity of complementarity between the two is negative. The above criterion, although 
it makes good economic sense, is a bit confusing to say the least, for we now have two 
different concepts of substitutes and complements. This apparent difficulty, however, 
can be reconciled by following Hick’s suggestion.11 
The Hicks elasticity of complementarity, Cij is defined as the proportional change 
in relative wage for factor i given a proportional change in factor j’s endowment holding 
the output price and other input quantities restriction. Alternatively, it can be defined as 
Cij = Fc Fcij/Fci Fcij where Fci is the derivative of the production function Fc with 
respect of factor i and Fcij is a second derivative. In terms of translog coefficients, 
Cij = Bij + SiSj , i*j 
SiSj 
and 
Qj = pii + Si2 - Si 
Si2 
According to Allen factors i and j are substitutes if Cy is negative and complements if Cy 
is positive. As stated above Hick’s elasticity findings add support to our hypothesis 
assumption, that immigrants depress domestic wage rates; in addition to being replaced as 




In order to test the hypothesis that immigrants displace native wages rate, we 
used the cross-section data to analyze the income and the substitution effect of foreign- 
bom citizen, and foreign-bom non-citizens workers to native workers. Since it was 
difficult to obtain separate data of wage rate for natives and immigrants in the 
manufacturing sector, we used the 1989 aggregate household income for each of the 50 
states. The data for number of natives, foreign-bom, foreign-bom non-citizens were 
obtained from a 1990 housing and population censuses. The manufacturing capital was 
derived from the Census of Manufacturing and the Annual Survey of Manufacturing. 
Since we are estimating the substitution and income effect of immigrant to natives, the 
dependent variable is the aggregate household income in the year 1989. And the 
independent variable are the number of natives, foreign-bom citizen, foreign-bom non¬ 
citizen and the amount of capital used. (See Appendix A for the numbers.) 
The empirical model was estimated by (ordinary least square method) for the 
period of 1990 for the 50 states. The estimating model was as follows: 
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Sj = a, + pj n LnN + (3iFc LnFC + PiFnc LnFnc + (3jK LnK 
i - N, FC, Fnc, K 
Where: 
Sj = The share of aggregate household income within a state received natives 
and foreigners (in 1989). 
N = Native workers 18 years of age and older. 
FC = Foreign bom citizen workers 18 years of age and older. 
Fnc = Foreign-bom non-citizen workers 18 years of age and older. 
K = Capital. 
Ln = Natural log. 
The coefficient P,n, represents the elasticity of the share of native aggregate 
household income which differs in changes in the numbers of native workers, and are used 
to determine whether they are complementary or substitutable themselves. If the sign is 
positive (negative), they are complementary (substitutions). The determination of the 
sign of (3 is the main objective of this study. 
The substitutability or complementarity of native (N), foreign-bom citizen 
(FC) and foreign-bom non-citizen (Fnc) workers were calculated using Hicks’ elasticity of 
complementary. The Hicks elasticity of complementary is the percentage change in the 
relative wage of factor i that results from a given percentage change in the endowment of 
factor j, holding output price and other input endowments constant. Hicks’ elasticity of 
complementary formula is given below. 
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Cij —B-ü ±SjSj i^j 
SiSi 
i = N, FC, Fnc 
P = The regression coefficients. 
S, = Share of factor i to our input. 
As discussed in Chapters I and II the increase of supply of immigrants that are 
foreign citizens, non-citizen, workers will increase the supply of U. S. labor market. 
Therefore, as a rule the supply curves will shift to the right and as a result the native 
workers rate of income will decrease or immigrants will substitute native workers. The 
coefficient iFC and iFNC which capture the elasticity of the share of foreign-bom citizens 
and non-citizens are used to determine whether they are complementary or substitution 
to the native workers and to themselves. If they are substitution to natives the sign will 
be negative. If, however, it is complementary, the sign will be positive. But based on our 
hypothesis, the coefficient sign we expected will be negative. The mean values for the 
variables are shown in Table 9 below. 
We used three alternative measures of capital in the estimating equation building 
and other structures (Ki), machinery and equipment (K2) and capital (K) = (Ki + K2). In 




THE MEAN VALUES FOR THE VARIABLES 
Variable N Mean Sta dev Minimum Maximum 
SN 50 0.9524 0.0395 0.8174 0.9898 
SFc 50 0.0301 0.0241 0.0070 0.0992 
SFnc 50 0.0195 0.0179 0.0032 0.0915 
LnN 50 14.5673 1.0076 12.6488 16.6137 
LnFc 50 10.7669 1.4472 8.2456 14.4568 
LnFnc 50 10.7202 1.6022 7.8947 15.1258 
LnKl 50 8.0079 1.2955 4.7475 10.4152 
LnK2 50 9.3172 1.1756 6.8954 11.4151 
LnK 50 17.3251 2.3658 12.5991 21.4035 
The following results were obtained. (Standard errors in parenthesis.) 
Sn = 0.9063 + 0.0317 LnN - 0.0278 LnFC - 0.0108 LnFnc 
(0.0430) (0.0044) (0.0105) (0.0094) 
R2 - 0.8096, F Value = 70.453 
The result indicates that 80.96 percent of the cross-section variation of the share 
of aggregate household income of native workers, is explained by the number of native 
workers, foreign-born citizen and foreign-bom non-citizen workers. This then supports 
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our earlier contention that the explanatory variables are jointly significant in explaining the 
increase of immigrants on the aggregate household income of natives. 
All the coefficients have the expected signs. The coefficient for natives (N) has 
the anticipated positive sign. The 7.265 T-statistic indicate significance of this variable 
at, 99.9 percent confident level. This result means that a one-percent increase in the 
number of native workers would cause a 0.31 percent increase on the share of native 
workers in the total aggregate household income, other things remaining the same. 
The natural log of foreign-bom citizen workers (FC) coefficient has a negative sign 
and was found to be 99 percent confident level of significance. The result suggests one- 
percent increase in the number of foreign-bom citizen workers would cause 0.28 percent 
decrease of the share of natives in the total aggregate household income other things 
remaining the same. The natural log of foreign-bom non-citizen (Fnc) coefficient has a 
negative sign and is found to be statistically insignificant. (See Appendix B for the result). 
SFc = 0.0655 - 0.0215 LnN + 0.0305 LnFC - 0.0048 LnFnc 
(0.0224) (0.0023) (0.0054) (0.0049) 
R2 = 0.8616, F Value = 102.684 
Moreover, these results indicate that 86.16 percent of the cross-section variation 
of aggregate household income of foreign-bom workers is accounted for by increasing the 
number of native workers, foreign-bom citizen and foreign-bom non-citizen workers. 
Thus, this then supports earlier findings that have explanatory variables, which are jointly 
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significant in explaining the increase of native and foreign-bom non citizen workers in the 
aggregate household income of foreign-bom citizens. 
In fact, all the coefficients have the expected signs. The coefficient of natural log 
of native (N) has the anticipated negative sign. The -9.460 T-statistic indicates the 
significance of variables that have a, 99.9 percent confident level. As a result this means 
that there is a one-percent increase in the number of native workers which resulted in a 
0.22 percent decrease of the unit of foreign-bom citizens in the total aggregate household 
income, other figures remained the same. The common log of foreign-bom citizens 
coefficient has a positive sign. The 5.610 T-statistic is a 99.9 percent accurate level of 
significance. This denotes that a one-percent increase in the number of foreign-bom 
citizens would cause a 0.31 percent increase in the share of foreign-bom in the total 
aggregate household income. The normal log of foreign-bom non-citizen coefficient has a 
negative sign and is found to be statistically insignificant. (See the result in Appendix C). 
SFnc = 0.0348 - 0.0132 LnN - 0.035 LnFC - 0.0130 LnFnc 
(0.0171) (0.0017) (0.0042) (0.0038) 
R2 = 0.8534, F Value = 96.115 
Furthermore, these results also imply that 85.35 percent of the cross-section 
variation of the share of aggregate household income of foreign-bom non-citizen workers, 
is deciphered by increasing the number of native workers, foreign-bom citizens in addition 
to foreign-bom non-citizen workers. Thus, this then shows that the enlightening variables 
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are mutually significant in interpreting the increase of native and foreign-bom non-citizen 
workers on the aggregate household income of foreign-bom non-citizens. 
Also, the integral coefficients have the expected signs. The coefficient of natural 
log of natives (N) contains the expected negative sign. The -7.614 T-statistic proves 
merit of these variables at 99.9 percent confident level. This product confirms that a one- 
percent increase in the number of native workers would determined a 0.13 percent drop in 
the share of foreign-bom non-citizens which totals the aggregate household income, albeit 
other things remaining the same. Where as, the natural log of foreign-bom citizens (FC) 
coefficient has a positive sign and was constituted to be statistically pointless. The 
natural log of foreign non-citizen (Fnc) coefficient resulted in a positive sign. The 3.468 
T-statistic indicate significance of these variables at 99 percent confident level. The 
results displayed an one percent increase in the number foreign-bom non-citizens, which 
increase to 0.13 percent of the same amount of aggregate household income for foreign- 
bom non-citizen. (See Appendix D for the result). 
The results are summarized in Table 10. (Standard errors are in parenthesis.) The 
results in three of the above regressions indicate that income or aggregate household 
income of native workers has fallen in very small amount due to the increase of 
immigrants. This result is consistent with Borjas and Tiende, (1987) findings that, an 
increase in the size of immigrant work force lowers the wage rate of native workers, but 
only by a small amount. Available estimates suggest that a 10 percent increase in the 
number of immigrants reduce the native wage rate by at most two-tenths of one 
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percentage point. Also, our results are consistent with Grossman's 1982 findings that, in 
both cases she discovers the impact on natives is limited. The short-run wage elasticity 
of natives is -0.08 and the long-run wage elasticity is -0.10. But it is falling short to 
support our hypothesis that the increase of foreign workers will depress substantially the 
income of native workers. 
TABLE 10 










an 0.9373 0.9436 0.9654 0.9063 
(0.0593) (0.0551) (0.0652) (0.0430) 
aFc 0.0584 0.0520 0.0476 0.0655 
(0.0311) (0.0289) (0.0343) (0.0224) 
aFnc 0.0169 0.0289 0.0145 0.0348 
(0.0235) (0.0222) (0.0261) (0.0171) 
(3n.n 0.0272 0.0248 0.0222 0.0317 
(0.0073) (0.0077) (0.0090) (0.0044) 
(3n,Fc -0.0264 -0.0262 -0.0253 -0.0278 
(0.0106) (0.0105) (0.0106) (0.0105) 
Pn.Fnc -0.0115 -0.0110 -0.0117 -0.0108 
(0.0095) (0.0094) (0.0094) (0.0094) 
(3Fc,Fc 0.0302 0.0300 0.0298 0.0305 
(0.0056) (0.0055) (0.0056) (0.0054) 
PFc,Fnc -0.0046 -0.0047 -0.005 -0.0048 
(0.0050) (0.0049) (0.0049) (0.0048) 
PFnc.Fnc 0.0134 0.0131 0.0133 0.0130 
(0.0038) (0.0038) (0.0038) (0.0038) 
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Factors i and j are substitutes if C,, is negative and complements if Q, is positive. 
Using the above formula for the first regression is shown below. 
Cjj - JLjjJiSiSi - ÜEçjLSuSfg 
SJSJ SnSFc 
Cn = -0.0278 + (0.9524 x 0.0301) 
0.9524x0.0301 
= -0.0278 + 0.0287 = 0.0009 
0.0287 0.0287 
= 0.0314 
The result above shows that factor j and i are positive, therefore, natives and foreign-bom 
workers are complementary. 
CFc = -0.0215+ (
,0.9524x0.030U 
0.9524x0.0301 
= -0.0215 + 0.0287 = 0.0072 
0.0287 0.0287 
= 0.2509 
The result above shows that factor j and i are positive, therefore, foreign-bom citizen 
natives are complementary. 
CFnc - -0.0132 + (0.9524 x 0.01951 
0.9524x0.0195 




The result above shows that the number of foreign-bom non-citizens compliments 
native workers. Even though our results contradict our hypothesis that foreign workers 
and natives are substitutable, it is consistent with Bernard's argument that immigrants as 
consumers cause an expansion of the market. They also encourage investment 
expenditures, thereby further contributing to aggregate demand. Bernard is suggesting that 
immigrants cause an outward shift of not only the labor supply schedule, but also the 
labor demand schedule, which is consistent with our results that immigrants 
complementarity native workers.1 
‘William S. Bernard “ Economic Effects of Immigration,” In Immigration: An 
American Dilemma. Ed: Benjamin M. Ziegler. Boston: D.C. Heath and Company, 1953. 
CHAPTER V 
CONCLUSIONS 
Empirical conclusions regarding the effects of immigration on wage and 
employment condition of U.S. workers have frequently been based on circumstantial 
rather than on direct evidence. For example, several authors conclude that, at least in the 
short run, the least skilled domestic workers suffer reduced wages and employment 
opportunities due to the immigration of less-skilled individuals. 
Several studies conclude that more highly skilled domestic workers are not 
adversely affected by immigration in the short run. However; minimal studies identify 
precisely why the more highly skilled workers enjoy short-run benefits. Such benefits 
could result from demand effects of the immigrants. 
In summation this thesis has analyzed substitution and income effects, between 
immigrants and natives in the U.S. labor markets. While examining changes of several 
variables such as the income to population ratios, our findings were non-questionable 
when we used a 1989 household income and 1990 Census population data support. The 
result clearly identified an increase in the population of the immigrant work force, which 
lowered the wage for native workers, but only by a small margin. More specifically, our 
estimates suggest that a ten- percent increase in the number of foreign bom citizen 
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workers reduces household income of native workers by 2.8 percent. The results from our 
regression show that foreign-bom and native workers are complementary. 
We explain our result by using the supply and demand curve shown in Figure 2 
below. 
FIGURE 2 
THE SIMPLE MODEL OF MIGRATION 
If the U.S. were completely and effectively to close its borders, its wage rate would be 
Wus, supply and demand of labor would be OB amount of workers. 
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Suppose instead that for political, economic, humanitarian, or other reasons, allow 
immigrants to the U.S. This increase the supply of labor from Sus to S'us. In the short run 
this increase has two important consequences. First, the domestic wage rate falls from 
Wus to W'us, and total employment rises from OB to OC. However, domestic 
employment declines by AB workers from OB to OA. Second, when the wage rate falls 
from Wus to W'us, the domestic labor earnings change from O Wus ZB to O W'us SA. This 
means either domestic laborers to accept the new wage rate W'us or face displacement. 
Job opportunities in any society are not fixed at any particular level but expand 
with a rising population. Immigrants as consumers cause an expansion of the market. 
They also encourage increased investment expenditures, thereby further contributing, to 
increased aggregate demand. Moreover, immigrants contribute importantly to 
technological progress and entrepreneurial activity. Therefore, this leads to a shift the 
demand curve upward from Dus to D’us. The total number of workers will increase OB to 
OE. The wage rate will go up from W'us to W"^ and the domestic labor earnings change 
from OW'us to OW"usDV. This shows us immigrants and native workers are 
complimentary. 
In addressing the economic consequences of immigration our review of empirical 
evidence about the size of contemporary flows, immigrants’ impact on the labor market, 
and income effect led us to the following conclusions: 
1. Although the volume of immigration has increased appreciably in recent decades, 
as shown from the census bureau data in the chapter I, based our regression result 
that immigrants and native workers are complementary. There is no basis for 
61 
concluding that it has exceeded the growth rate or absorptive capacity of the U.S. 
labor force. 
2. The negative impacts of immigrants on the income of native workers are 
significant, but smaller than we expected. 
3. Even though our results contradict our hypothesis that foreign and native workers 
are substitutable, it is consistent with Bernard’s argument that immigrants as 
consumers cause an expansion of the market. 
It is unlikely that any reforms, whether sweeping, will resolve the irreconcilable 
conflicts inherent in an immigration policy that strives to balance political, economic, 
social, humanitarian, an philosophical considerations. The policy dilemma does not admit 
simple solutions, as Abrams and Abrams note, If we emphasize the economic role of 
immigration and admit more and more skilled workers, we sacrifice the goal to reuniting 
families; if we stress (as is now the case) the admission of relatives, we lose control of the 
effect of immigration on our labor markets. If we admit highly skilled immigrants, we may 
be hurting their home countries and our own less privileged citizens. If we fail to admit 
the highly skilled applicants, we deprive our country of their badly needed talents.” 
(Abrams, Elliot and Abrams, Franklin S.)1 How these conflicts will be resolved in the next 
round of legislative reforms remains to be seen, but the evidence we have presented 
provides some basis for concern that the volume of immigration has grown and changed in 
’Elliot Abrams and Franklin Abrams, “Immigration Policy - Who Gets in and 
Why?” The Public Interest, winter 1975, 38: 3-29. 
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fundamental ways at a minimum suggests a need to reconsider the economic implications 
of the existing admission criterion. 
Finally we recommend more research is needed to analyze the effect of immigrants 
to the U.S. labor market system and also those that focus on the set of structural 
relationships (i.e. supply, demand, displacement, complementarily, substitutability, etc.) 
that determine how the U.S. labor market responds to the set of structural relationships. 
Wise’s approach (1974) - to set a supply and demand model of a labor market and to use 
econometric results derived from that model to develop quantitative estimates of the 
impact of immigration on the market - is a step in the right direction. More elaborate 
empirical research in the same vein should get high priority.2 
2Donald E. Wise. “The Effect of the Bracero on Agricultural Production in 




No. States Dependent Variables Independent Variables 
Sn Sfc Sfnc Ln(ni Ln(Fc) Ln(Fnc) Ln(Kl) 
1 Alabama 0.9876 0.0094 0.0052 148941 9.9396 9.8695 8.5486 
2 Alaska 0.9665 0.0309 0.0155 12.7808 9.4530 9.2382 6.1542 
3 Arizona 0.9360 0.0355 0.0285 14.7085 1 1.5481 11.8523 8.0409 
4 Arkansas 0.9876 0.0077 0.0048 14.3501 9.3619 9.3105 8.0309 
5 California 0.8174 0.0911 0.0915 16.6137 14.4568 15.1258 10.1745 
6 Colorado 0.9601 0.0239 0.0160 14.6506 11.0735 11.0802 7.8126 
7 Connecticut 0.9034 0.0592 0.0374 14.6386 1 1.8635 11.6768 8.2899 
8 Delaware 0.9571 0.0301 0.0129 130863 9.4043 9.0756 6.6643 
9 Florida 0.8749 0.0748 0.0504 15.9621 13.4515 13.6207 8.6739 
10 Georgia 0.9680 0.0171 0.0150 15.33401 11.0702 11.4078 8.9649 
11 Hawaii 0.8627 0.0947 0.0426 13.4272 11.3565 11.0707 6.5452 
12 Idaho 0.9753 0.0134 0.0111 13.4198 9.3199 9.5853 6.8439 
B Illinois 0.9147 0.0563 0.0367 15.8460 12.9141 13.0371 9.3460 
14 Indiana 0.9762 0.0158 0.0084 15.2015 10.7942 10.5765 9.1362 
15 Iowa 0.9839 0.0102 0.0059 14.5177 9.8765 9.8954 8.0874 
16 Kansas 0.9744 0.0159 0.0099 14.3809 10.1521 10.3036 10.4152 
17 Kentucky 0.9867 0.0082 0.0052 14.8082 9.6450 9.6671 8.3345 
18 Louisiana 0.9736 0.0160 0.0104 14.8844 10.5040 10.6491 8.0328 
19 Maine 0.9683 0.0206 0.0110 13.6920 9.9556 9.5299 7.2487 
20 Maryland 0.9376 0.0421 0.0323 15.0204 11.7137 11.9862 7.8409 
21 Massachusetts 0.9053 0.0551 0.0396 15.2361 12.4503 12.5073 8.5395 
22 Michigan 0.9467 0.0359 0.0174 15.6873 12.1755 11.8489 9.1569 
23 Minnesota 0.9739 0.0163 0.0098 14.9497 10.7975 10.8123 8.3649 
24 Mississippi 0.9898 0.0070 0.0032 14.4074 9.1246 9.1398 8.0675 
25 Missouri 0.9785 0.0151 0.0065 15.1302 10.7037 10.4143 8.5976 
26 Montana 0.9822 0.0132 0.0047 13.2412 9.0563 8.4412 5.6810 
27 Nebraska 0.9828 0.0116 0.0056 13.9317 9.6038 9.3164 7.1720 
28 Nevada 0.9228 0.04332 0.0340 13.6087 10.6347 10.8653 5.8908 
29 New Hampshire 0.9533 0.0286 0.0176 13.5809 10.0278 9.7194 7.0765 
30 New Jersey 0.9479 0.0844 0.0436 15.4346 13.0293 12.9660 8.9018 
31 New Mexico 0.9553 00253 0.0194 13.8137 10.3155 10,6032 6.5662 
32 New York 0.8341 0.0992 0.0667 16.2261 14.0346 14.1146 9.4873 
33 North Carolina 0.9776 0.0119 0.0105 15.4078 10.7791 10.9510 9.4152 
34 North Dakota 0.9852 0.0103 0.0045 13.0258 8.6325 8.1699 6.0971 
35 Ohio 0.9572 0.0256 00104 15.8694 11.9357 11.4348 9.4311 
36 Oklahoma 0.9785 0.0129 0.0087 14.6262 10.2194 10.3692 9.9423 
37 Oregon 0,9527 0.0285 0.0189 14.5047 10.9544 11.1361 7.7954 
38 Pennsylvania 0.9596 0.0284 0.0120 15.9836 12.26-46 11.7805 9.3399 
39 Rhode Island 0.9111 00513 0.0376 13.4473 10.6268 10.6986 6.7671 
40 South Carolina 0.9791 0.0114 0.0071 14.7391 10.1127 9.9794 9.6620 
41 South Dakota 0.9878 0.0099 0.0033 13.1018 8.4275 7.8947 6.0402 
42 Tennessee 0.9827 0.0100 0.0070 15.0987 10.1444 10.2347 8.8996 
43 Texas 0.9258 0.0353 0.0389 16.1972 13.0796 13.6516 9.6105 
44 Utah 0.9629 0.0227 0.0143 13.8567 10.1177 10.2429 7.13384 
45 Vermont 0.9615 0.0258 0.0127 12.9047 9.2658 8.7644 6.6625 
46 Virginia 0.9435 0.0314 0.0251 15.2980 11.7008 11.9739 8.7727 
47 Washington 0.9355 0.0397 0.0248 15.0150 11.8776 11.8911 8.8075 
48 West Virginia 0.9808 0.0142 0.0050 14.1040 9.1156 8.6670 6.8113 
49 Wisconsin 0.9713 0.0194 0.0091 15.0658 11.0384 10.7648 8.7 65 
50 Wyoming 0.9849 0.0096 0.0055 12.6488 8.2456 8. 0993 4.7475 
Source: U.S. Bureau of Census, CD 1.1 
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APPENDIX B 
MODELE DEPENDENT VARIABLE: Sn 
Analysis of Variance 
Source DF Sum of Squares 
Model 3 0.06250 
Error 46 0.01360 
C Total 49 0.07610 
Root MSE 0.01720 
Dependent Mean 0.95244 
C. V. 1.80542 
Mean Square F Value Prob > F 
0.02083 70.453 0.0001 
0.00030 
R-Square 0.8213 







T for Ho: 
Parameter = 0 Prob > |T| 
INTERCEP 1 0.906288 0.04295139 21.100 0.0001 
LnN 1 0.031653 0.00435705 7.265 0.0001 
LnFC 1 -0.027781 0.01045143 -2.658 0.0108 
LnFnc 1 -0.010804 0.00941596 -1.147 0.2571 
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APPENDIX C 
MODELE DEPENDENT VARIABLE: Sfc 
Analysis of Variance 
Source DF Sum of Squares 
Model 3 0.02473 
Error 46 0.00369 
C Total 49 0.02842 
Root MSE 0.00896 
Dependent Mean 0.03010 
C. V. 29.76426 
Mean Square F Value Prob > F 
0.00824 102.684 0.0001 
0.00008 
R-Square 0.8701 







T for Ho: 
Parameter = 0 Prob > |T| 
INTERCEP 1 0.065474 0.02237942 2.926 0.0053 
LnN 1 0.021476 0.00227020 -9.460 0.0001 
LnFC 1 -0.030549 0.00544562 5.610 0.0001 
LnFnc 1 -0.004798 0.00490610 -0.978 0.3332 
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APPENDIX D 
MODELE DEPENDENT VARIABLE: Sfnc 
Analysis of Variance 
Source DF Sum of Squares 
Model 3 0.01357 
Error 46 0.00215 
C Total 49 0.01573 
Root MSE 0.00686 
Dependent Mean 0.01949 
C. V. 35.19657 
Mean Square F Value Prob > F 
0.00452 96.115 0.0001 
0.00005 
R-Square 0.8624 







T for Ho: 
Parameter = 0 Prob > |T| 
INTERCEP 1 0.034844 0.01713271 2.034 0.0478 
LnN 1 -0.013233 0.00173797 -7.614 0.0001 
LnFC 1 -0.003507 0.00416893 0.841 0.4046 
LnFnc 1 -0.013027 0.00375589 3.468 0.0011 
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